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ncT 1 8 2007 
I” u R t  i c s E R v I c E 

CO Vi M IS § IO 1\1 BEFORE THE 
KENTUCKY PUBLIC SERVICE COMMISSION 

;3up 453 IN THE MATTER OF THE APPLICATION ) 
OF KENERGY CORP. FOR CERTIFICATE ) CASE NO. 
OF CONVENIENCE AND NECESSITY ) 

A P P L I C A T I O N  

(a) The applicant Kenergy Corp. (“Kenergy”) is a nonprofit electric 

cooperative organized under KRS Chapter 279 and is engaged in the business of distributing 

retail electric power to member consumers in the Kentucky counties of Daviess, Hancock, 

Henderson, Hopkins, McL,ean, Muhlenberg, Ohio, Webster, Brecltinridge, Union, 

Crittenden, Caldwell, L,yon, and Livingston. 

(b) The post office address of Kenergy is Post Office Box 18, 

Henderson, Kentucky 424 19-0 1 8. 

(c) Kenergy’s Articles of Consolidation are on file with the 

Coinmission in Case No. 99-136. 

(d) The applicant seeks a certificate of convenience and necessity 

authorizing the construction of the facilities set forth in applicant’s 2007-20 10 Construction 

Work Plan (“CWP”). Attached hereto and made a part hereof are copies of the following: 

Cost Estimates and Loan Budget for Electric Borrowers, RTJS Form 740c (as of June 2007) 



inarlted “Exhibit A;” Executive Suininary of R. W. Beck, the consultant that was retained 

to assist Kenergy in preparation of the CWP, inarlted “Exhibit B;” and certified copy of 

resolution of Kenergy‘s board of directors adopting the CWP, marked “Exhibit C.” 

(e) The facts relied upon to show that the proposed new construction 

is or will be required by public convenience or necessity are included in the Executive 

Suininary (“Exhibit B”). As stated therein on page 2 the CWP was prepared to provide 

adequate and dependable service to 56,742 customers with a total annual sales of 1,334,s 18 

MWh in 2010. 

(f) Franchises or perinits froin public authorities are not required 

for the proposed new construction or extension. 

(g) A full description of the proposed location, route, or routes of 

the new construction or extension, including a description of the manner in which same will 

be constructed is set forth on the maps that are a part of the R. W. Beck 2007-2010 

Construction Work Plan for Kenergy Corp. submitted as “Exhibit D” (three sets are 

submitted as required under 807 KAR S:OO1, Section 9(2)(d)). The proposed new 

construction or extension will not compete with any other public utility, corporation or 

person. There are no like facilities owned by others located anywhere within the map area. 
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(h) As set forth on page 3of the R. W. Beck Executive Summary 

(“Exhibit B”) the estimated cost of the CWP is $29,431,874.00.’ These fiinds will be 

borrowed from the United States of America, acting by and through the Administrator of the 

Rural Utilities Service (“RUS”). Pursuant to KRS 278.300( 10) the Commission’s approval 

of evidences of indebtedness in connection with this loan will not be required. 

(i) After the proposed facilities are completed the estimated cost of 

operation is set forth in Kenergy’s 2007-20 16 Financial Forecast which utilizes assumptions 

in accordance with RUS guidelines. Excerpts from the Financial Forecast are attached as 

“Exhibit E” and include RUS Form 32%-Statement of Operations, which shows projected 

expenses after the proposed facilities are completed. A certified copy of the resolution of 

Kenergy ’s board of directors approving said Financial Forecast is attached as “Exhibit F.” 

The system iinproveinerits and construction referenced herein 

are necessary and desirable to furnish reliable and adequate service to the applicant’s 

member customers, to serve new customers within the applicant’s service area which 

applicant is obligated to serve, and are in the best interest of the appIicant, its member 

custoiners and potentially new customers within said service area. There should be issued 

by this Coinmission a certificate that convenience and necessity require such construction. 

(‘j) 

lRTJS Forin 740c (“Exhibit A”) sliows total estimate of $3 1,622,000.00. This figure 
includes $2,190,142.00 reimbursement for May and June 2007 work. 
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WHEREFORE, applicant asks that the Public Service Coininission 

of the Coininonwealth of Kentucky irialte its order issuing a certificate of convenience and 

necessity authorizing the applicant to proceed with the construction outlined in the CWP and 

applicant further requests all proper relief. 

DORSEY, KING, GRAY, NORMENT & HOPGOOD 
318 Second Street 
Henderson, Kentucky 42420 
Telephone 270 - 826-3965 
Teiefax 270 - 826-6672 
counsel for Kenergy Corp. 

Frank N. King, Jr. 
BY 

4 



Public reponing burden for this collection of Information is estimated to average 17 hours per response. including the time for reviewing Instructions, searching existing data sources, gathering 

and maintaining the data needed and completing and reviewing the collection of infonation Send comments regarding this burden estimate or any other aspect of this collection of information, 

including suggestions for reducing this burden, to Department of Agriculture, Cleafance Omcer, OIRM. Room 404-W. Washington. Dc 20250; and to the Office of Management 

and Budget. Paperwork Reduction Project (OM8 #0572.0032). Washington. OC 20503. OM8 FORM NO. 05724032, Expires 05/31192. 

- This data will be used by RUS to review your financial situation. Your response is required (7 USC 901 et seq.) and is not confidential. 

FOR ELECTRIC BORROWERS 
To: U.S. Depr of Agriculture, RUS, Washington, D. C. 20250 

INSTRUCTIONS SeeEOM-4 G v r d e l r n c l o r l h e l m o l e m e n 1 n ~ 1 o n o f 7 ~  1711 1 

USDA-RUS 

COST ESTIMATES AND LOAN BUDGET 

2007-201 0 Work Plan 

Jun-07 
COST EsTRviATES AS OF: (Month, Year) 

Form Approved 
OMB NO 0572-0032 

SECTION A. COST ESTIMATES 

BORROWER AND LOAN DESIGNATION 

KENERGY CORP - KY 65 D44 

LOANPERIOD 3 YEARS 

COST ESTIMATES 1. DISTRIBUTION 
100 a. New Line: (Excluding Tie-Lines) 

Construction Consumers 
10 1 Underground 82 1 192.60 
102 Overhead 2026 178.70 

Total Consumer 2847 TotalMiles " . .  , , . I I I I 371.30 
Less Contributions. . . . . . . . . . . . . . . .  

Subtotal f lew Line). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

RUS USE ONLY 

$4,712,540 
6,780,065 

a.(l)  Major Development : (site specific code 100) 
103 Southgate 
104 Turtle Creek - Bon Harbor 

Subtotal (Major Development). . . . . . . . . . . . . . . .  

Subtotal AU code 100. . . . . . . . . . . . . . . .  

200 b. New Tie-Lines 
Line Designation 

202 Construct 3ph 500 MCM A1 15 kV UG - Sacramento 

Subtotal from page 1A . . . . . . . . . . . . . . . . . . . . . .  Miles 
Subtotal (Includes subtotalsfrom pages 1A). . .  M e s  . . . . .  

300 c Conversion and Line Change: 
Line Designation 

3 19 Little Dixie - Circuit 1 
323 Marion - Circuit 3 
328 Providence - Feeder 4 
329 Morganfield - Circuit 3 
386 Horse Fork - Circuit 3 
349 South Hanson - Circuit 3 
350 South Hanson - Circuit 5 

0.10 

. . . . .  

M l i  
0.20 

42.60 
2.20 

15.00 
1 .00 
0.44 .... 

2.60 
1.90 
2.50 

351 St. Joe - Circuit 1 
330 Whitesville - Circuit 3 
354 Thruston - Circuit 2 1.55 

113.66 
183.65 

Subtotal ,from page 1A . . . . . . . . . . . . . . . . . . . . . . . . .  Miles . 
Subtotal. (Includes subtotals from pages 1A) . . .  Miles . . . . .  

400 d. New Substations, Switching Stations, Metering Points, etc. 
Station Designation kV to kV 

$206,000 
117,790 

$27,800 

~ 

I $8.400 I I 



SECTION A. COST ESTIMATES (Page 1 Continuation Sheet) BORROWER'S RUS USE ONLY 
COST ESTIMATES 

:OST ESTIMATE AND LOAN BUDGET FOR ELECTRIC BORROWERS I BORROWER AND LOAN DESIGNATION IWNERGY C O W  ~ KY 65 D44 - 

200 b. New Tie-Lines (Confirmed) 
Line Designation Miles 

I 

Miles ~ . . . . . . . . . . 
Subtotal (transfers topage I )  . . I . I . . 

0.00 
. . . ,  

. . .  

. I . . . " . . . .  

300 c. Conversion and Line Changes (Continued) - .  
Line Designation 

355 Weaverton - Circuit 2 
Miles 

1 .oo 
347 South Dermont - Circuit 1 
353 Sullivan - Circuit 3 
348 South Dermont - Circuit 3 
352 Sullivan - Circuit 2 
371 System Wide - Replace UG Cable 
372 Svstem Wide - Reulace Cu and 4 ACSR 

0.04 
3.87 
0.20 

27.55 
6.00 

75.00 

1,900 
173,490 

7.330 < - -  - 

289,790 
789,740 

2.733 -980 

Subtotal (transfers to page 1). . . . ~ . . . 113.66 

I I 
RUS Form 740c (Computer generatedform - modved) (version 2, &'15/96, CAB) Page 1A of 4 



SECTION A. COST ESTIMATES (cont.) BORROWER'S 

Station Desienatioq Descrbtion of Changes 
502 Sacramento Install electronic recloser and switches 

RUS USE ONLY 
COST ESTIMATES 

00 e. Substation, Switching Station, Metering Point Changes 

602 (2) Sets of Service Wires to increase Capacity 

t $35,150 I 

927,143 

Subtotal ............................... 
00 f. Miscellaneous Distribution Equipment 
60 1 (1 ) Transformers and Meters 

Construction Transfonrters Meters 

603 (3) Sectionalking Equipment 
604 (4) Regulators 

606 (6)Poles 
605 (5) Capacitors 

lph 3006 $2,796,582 771 6 $542,692 
3ph 18 $222,450 

Subtotal code 601 . . .  (included in total of all 600 codes below) 

1,170,056 
267,690 

0 
5,701,030 

I , 

$35,150 I 

I 53.561.724 I 

I I 

. . . . . . . . . . . . . . . . . . . . . . . . .  
00 g. Other Distribution Items 

(1) Engineering Fees 

(3) Reimbursement of Gene 
701 (2) Security Lights 

(4) 

00 
TOTAL DISTRIBUTION. ........ 

2. Transmission 
a. NewLine 

Line Designation Voltage Wire Size &I& 

Total Mles 

$0 Subtotal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

RUS Farm 740c (Computer generaledform - modijed) (version 2, 8/15/96 CAB) PAGE 2 OF 4 PAGES 



21 9's Month - 

KY 65 D44 

REIMBURSEMENT SCHEDULE 

May 2007 $ 1,403,459.30 
June 2007 $ 673,545.82 

!3 2.077.005.12 

Special Equipment 

$ . 43,729.03 
s 69.407.86 
T ._ - - I  

$ 113,136.89 

TOTAL 

$ 2,190,142.01 



:OS7 ESTIMATE AND LOAN BUDGET FOR ELECTRIC BORROWERS I BORROWER AND LOAN DESIGNATIC - 
BORROWER'S 

COST ESTIMATES 

SECTION A. COST ESTIMATES (cont.) RUS USE ONLY 

- 
'00 

000 

100 

200 

300 

b. New Substation, Switching Station, etc. 
Station Designation - kVA kV TO kV 

Subtotal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
c. Line and Station Changes 

Lineistation Designation Description of Chanees 

Subtotal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
d. Other Transmission Items 

(I) R/W Procurement 
(2) Engineering Fees 
(3) Reimbursement of CJeneral Funds (see schedule) 

Subtotal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

TOTAL TRANSMISSION. ........... 

3. GENERATION (including Step-up Station at Plant) 
a Fuel Nameplate Rating kW 
h 

TOTAL GENERATION. . . . . . . . . . . . . .  

4. HEADQUARTERS FACILITIES 
1300 a. New or additional Facilities 

b. 

TOTAL HEADQUARTERS FACILITIES. ............... 

RUS Form 740c (Computer generatedjorrn - modijed) (version 2, 8/15/94 CAB) PAGE 3 OF 4 PAGES 



-- 
COST ESTIMATE A\D  LO.^ BUDGET FOR ELECTRIC BEOWERS ( I  BOi'.ROWER AM) LOAN DESIGNATION KENERGY CORP '. KY 65 D44 

I I-- 
SECTION A. COST ESTIMATES I BORROWERS I RUSUSEONLY I 

a. Consumers Miles 
b. - 

TOTAL ACQUISITIONS. . . . . . I 

1500 6. ALL OTHER 
a 
b 
C 

e 

d 

I 

I I I TOTAL ALL OTKER . . . . . I . . . . I 
SECTION B. SUMMARY OF AMOUNTS AND SOURCES OF FINANCING 

1. GRAND TOTAL - ALL COSTS . . . . . . . . . . I . . . . . . . I . I I . . . . . . . . . . . . . . . I $3 1.622.000 I 
I 2 .  FUNDS AND MATERIALS AVAILABLE FOR. FACILITIES I I 

a. LoanFunds , I  

b Materials and Special Equipment . . I I ~ , , . . I ,  . 
c General Funds 1 . I Pumose 1 so.00 

$0 
0 

Purpose 2 
Purpose 3 
Purpose 4 

Total General Funds Applied , . , I . I I , . I , I I I I I 

d. Total Available Funds and Materials ~ , I , , I , , I . . I I I I I , . I ~ , I I . I . I I 
3. NEW FINANCING REQUESTED FOR FACILITIES I I 1 . . I . . . . . . . . . I . , . 
4. TREASURY RATE LOAN REQUESTED FOR FACILITIES. I __. 100% 
5. TOTAL SUPPLEMENTAL LOAN REQUESTED I I , 1 . I . . I I I . . - 

, I I 

0 Yo 

Name of Supplemental Lender 
6. CAPITAL TERM CERTIFICATE PLJRCHASES (CFC Loan only) 

SECTION C. CERTIFICATION 

We, the undersigned, certgfy that: 

I .  Upon completion of the electricd,fh.cilities contained herein and any others uncompleted at this time but f o r  which 
jnancing is available, the system will be capable of adequately and dependably serving the projected load fo r  the 
loan period as contained in our current RUS approved Power Requirement Study and Construction Work Plan. 

2. Negotialions have been or will be initiated with our power supplier, where necessary, to obtain new delivery points 
and/or additional capacity at existing ones to adequately supply the projected load upon which this loan application 
is based. 

3. The data contained herein and all supporting do edge, been prepared correctly 
and in accordance with RUS Bidletin 20-2. 

8/14/2007 
Date 

8/14/2007 
Date 

James N. Grant 
KENER L d w  

Corporate Name of Borrower 

GFR Initials /&./A 
' /  

RUS Form 740c (Computer generaledJorm - ntodijed) (version 2, 8/1S/96. CAB) PAGE 4 OF 4 PAGES 



Attachment to 740c 
KENERGY CORP - KY 65 D44 

STATEMENT 

Statement certifying that at least 90% of the Loan funds are for facilities with a useful life of 
33 years or longer as required by 7 CFR 1710.1 15. 

To facilitate the determination of the final maturity for this RUS Loan, 
Sanford Novick 

does hereby certify that: 

At least 90% of the Loan funds requested as part of this loan application 
and included on the R U S  Form 740c (Cost Estimates and Loan Budget 
for Electric Borrowers) are for facilities with an anticipated useful life 
of 33 years or longer. 

Less than 90% of the Loan funds requested as part of this loan application 
and included on the RUS Form 740c (Cost Estimates and Loan Budget 
for Electric Borrowers) are for facilities with an anticipated useful life of 33 
years or longer. A schedule has been attached to this statement listing the 
facilities with an anticipated useful life of less than 33 years, the anticipated 
useful life of those facilities and the associated cost estimates (see attached). 

Certification 





This 2007-20 10 Construction Work Plan (“CWP”) documents the engineering analysis 
and proposed system improvements recommended for Kenergy Corp (“Kenergy”) to 
provide satisfactory and reliable service to its customers through the summer peak of 
2009 and the winter peak of 2009-2010. R. W. Beck, Inc. (“Beck”) was retained to 
assist Kenergy in the preparation of the CWP. Included within is engineering support 
for a loan application to RUS to finance the proposed construction program. The 
engineering support includes descriptions, estimated costs and justification of 
improvements. 

Kenergy provides service to approximately 53,860 customers located in all or parts of 
Caldwell, Crittenden, Henderson, Hopkins, Livingston, Lyon, 1 Jnion, Rreckinridge, 
Daviess, Hancock, McLean, Muhlenberg, Ohio, and Webster Counties in northwestern 
Kentucky. 

Service Area Map ~ Service Area M 

Figure ES-1: Location 

Note: Map from the Kentucky Association of Electric Cooperatives, Inc. 



Kenergy purchases power from Rig Rivers Electric Corporation (“BREC”) pursuant to 
a contract covering the rural system and all commercial customers except two smelters 
(where partial-requirements apply). A tabulation of general operating statistics for the 
calendar years 2005 and 2006 from RUS Form 7 are shown in Table ES-1. 

Table E$-1 
General System Operating Statistics 

2005 
Miles of Distribution Line 6,915 
Year-End consumers per Month Served 53,264 
Consumers per Mile 7.70 

Total Rural System MWh Purchased (l) 1 ,I 72,365 
Total Rural System MWh Sold (I) (2) 1,116,339 
Percent System Losses for Rural System 4.78% 

Average Residential Consumption (kWhlmo) 1,749 

2006 
6,944 

53,860 
7.76 

1,717 
1,155,880 
1,107,892 

4.15% 

NO&: 
(1) Rural System Sales and Purchases provided by Kenergy Cop. 
(2) Includes own use. 

BREC constructs, owns, and operates the 69 kV transmission system supplying power 
to the 50 delivery points on the Kenergy system. Kenergy owns all of the substations 
serving the distribution system. The distribution system includes 188 circuits operated 
at 24.9A4.4 kV or 12.5/7.2 kV. The installed overhead conductor sizes range from #8 
CWC to 795 kcmil ACSR, and the underground cable sizes range from #2 A1 to 
750 MCM Al. 

On completion of the proposed construction program, the system will adequately serve 
the 2009 summer peak load of 293.1 MW and the 2009-2010 winter peak load of 
271.6 MW as projected in the 2005 Load Forecast prepared by Kenergy. The CWP 
was prepared to provide adequate and dependable service to 56,742 customers with 
total annual sales of 1,334,518 MWh in 2010. 

A detailed description of the proposed system improvements is given in Section2. 
This CWP includes carryovers from the previous 2004-2007 CWP. The proposed 
system improvements are identified in the 740c Detail following the RlJS Form 740c 
and are summarized in Table ES-2. 

.- 

ES-2 R. W. Beck D:\ReportU(energy 2007-2010 CWP Reportdoc 10/1/07 



Table E§-2 
System lmprowements and Additions Summary 

RUS Code Item Estimated Cost 
~ ~ - 

100 New Construction $1 1,816,411 

200 New Tie Lines $27,800 

300 Line Conversions $4,778,270 

400 New Substations $0 
500 Substation Improvements $35,150 

600 Miscellaneous Distribution Equipment $1 1,627,643 

700 Security Lights $1,146,600 

(1) $29,431,874 

Notes: 
(1) Kenegy’s past experience indicates there is approximately $1,000,000 per year in Minor Capital projects not identified in advance but 

- - ~ .  - _ . ~ . -  TOTAL CWP improvements _ - ~ _ _ _ _ _ . - -  

qualify for loan funds based on RUS criteria. Financing these projects is in lieu of other planned improvements. This will likely result in a 
loan application sooner than anticipated. 

The projected system peak load and number of customers served used in this report 
were based on the 2005 Load Forecast prepared by Kenergy. The analyses are based 
on the economic evaluation of alternatives presented in the System Planning Report 
(“SPR”). Recommendations for this CWP were based on these analyses. 
Kenergy’ s current operations and maintenance review (Review Rating Summary, RUS 
Form 300) was used to determine construction required to replace physically 
deteriorated equipment and material, upgrade portions of the system to conform with 
code or safety requirements, andor improve reliability or quality of service. 
New distribution and power supply construction requirements were considered 
simultaneously as a “one system” approach for the orderly and economical 
development of the total system. All of the proposed construction and 
recommendations herein, relative to power supply and delivery, were discussed with 
Kenergy’s power supplier, BREC. 
Details and estimated costs of the line and equipment changes and the additional 
requirements to serve 2,847 new customers during the work plan period are included 
in Section 2. An estimated cost of necessary service upgrades to existing customers is 
also included in Section 2. 
An analysis, using RUS guidelines as a basis and the design criteria herein, of thermal 
loading, service voltages, physical conditions and reliability, was performed on all of 
the substations, distribution lines and major equipment of the existing system. Milsoft 
Integrated Solutions, Inc.’s WindmilTM software was used to analyze the distribution 
circuits for the projected summer 2009 peak load of 293.1 MW and the projected 
winter 2009-2010 peak load of 271.6 M W .  Sample printout from the software are 

D:\Report\Kenergy 2007-2010 CWP Report.doc 10/1/07 R. W. Beck ES-3 
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given in Appendices A and €3 to illustrate before and after improvement results. The 
criteria presented in Section I forms the rest of the basis of this analysis. 
In the preparation of this Report, including the opinions contained herein, we have 
made certain assumptions and used certain considerations with respect to conditions 
which may occur in the future. While we believe these considerations and assumptions 
are reasonable and reasonably attainable based upon conditions known to us as of the 
date of this Report, they are dependent upon future events, and actual conditions may 
differ from those assumed. We have also relied upon certain infarmation provided to 
us by others. To the extent actual future conditions differ fiom those assumed herein 
or &om the assumptions provided by others, the actual results will vary fiom those 
estimated. Field conditions encountered during design will affect some of the projects. 

For each identified project in the 2007-2010 Construction Work Plan, a description as 
well as a map of the area of interest is provided in Section 2 of this report. The 
following are examples of two different CWP projects. 

a RUS CODE - 352 $289,790 in LL2 
escription: Transfer single-phase section 3213 fiom A-phase to B-phase. Also, 

move load to Providence by transferring section 3386 to section 3387. Relocate 1,000 
kVA step-transformer 8805 fiom section 3389 to section 3382, and convert 19.5 miles 
of single phase, 0.75 miles of two-phase, and 7.3 miles of three-phase to 25 kV. The 
project is recommended to improve voltage deficiencies (Design Criteria #l). Before 
improvements, a minimum voltage of 115.4 V was calculated. With the 
recommendations, voltage improved to 120.8 V. See Figure ES-2 for a geographic 
representation of the location of the project. 
Sectionalking: Replace seven single-phase 7.2 kV reclosers with 14.4 kV single- 
phase reclosers in the converted area. The cost is not included in this project, but is in 
the general sectionalizing fund 603. 
Alternatives: The conversion was selected to avoid the cost of upgrading 
approximately 2.3 miles to 336 ACSR on Sullivan Circuit 2 and constructing 0.38 
miles of #1/0 ACSR to transfer load on the circuit. 

ES-4 R. W. Beck D:Keport\Kenergy 2007-2010 CWP Report doc 10/1/07 



Figure E$-2: RUS CO 

.- 

D:ReportKenergy 2007-2010 CWP Report doc 10/1/07 R. W. Beck ES-5 



- 
RUS CODE - 330 (Carry-over) $133,000 in LL1 

escription: Reconductor three-phase line sections 1192 and 593 from #4 ACSR to 
#4/0 ACSR for 2.5 miles. Transfer single-phase section 594 fkom B-phase to A-phase, 
and transfer single-phase section 1799 from B-phase to C-phase. The project is 
recommended to relieve conductor loading and improve voltage deficiencies (Design 
Criteria #4 and #l). Before improvements, a maximum conductor loading of 51% and 
a minimum voltage of 1 12.6 V was calculated. With the recommended improvements, 
conductor loading decreased to 12% and voltage improved to 1 19.1 V. See Figure ES- 
3 for a geographic representation of the location of the project. 
Sectionalking: Device coordination was reviewed based on the suggested 
improvements, and no improvements are recommended. 

atives: The addition of a regulator was not considered an option due to the fact 
that there is currently a regulator on the circuit. Also, the single-phase tap is radial 
with no available load transfer options. 

I *d 
Figure ES-3: RUS CODE 330 (Carry-Over) 

- 
ES-6 R. W. Beck D:ReportKenergy 2007-2010 C W  Report doc 10/1/07 



PO Box 1389 0 31 11 Fairview Drive 
Owensboro, Kentucky 42302-1 389 

(270) 926-41 41 0 FAX (270) 685-2279 
(800) 844-4732 

- - __ 
- I_____ _ _  - _ _ _  - -- --- --I___- - - 

EXCERPT FROM THE MINUTES OF 
A MEETING OF THE BOARD OF DIRECTORS 

OF KENERGY CORP. 

WHEREAS, a construction work plan for 2007-2010 has been 
prepared by Kenergy Corp.'s engineering staff and consultants, 
reviewed by management, and discussed with the board. 

NOW THEREFORE, BE IT RESOLVED, that the board of  directors 
adopts the construction work plan as a plan of action 'to be followed 
by the President and staff until superseded by a revised construction 
work plan duly adopted and transmitted to  RUS for concurrence. 

I ,  Debra Hayden, Assistant Secretary, 
certify that the foregoing is a true and 
correct excerpt f rom the minutes of a 
meeting of  the board of  directors of 

,Kenergy Corg. on July IO, 2007. 



THREE (3) SETS OF R. W. BECK 2007-2010 CONSTRUCTION WORK PLAN, 
INCLTJDING REQUIRED MAPS, ARE SUE)MITTED WITH THE APPLICATION. 



P 0 Box 18 + 6402 Old Corydon Road 
Henderson, Kentucky 424 19-0018 

(270) 826-3991 * FAX (270) 826-3999 
(800) 844-4832 

JULY 26, 2007 

2007 - 2016 FINANCIAL FORECAST 

STATEMENT OF ASSUMPTIONS 

BASE CASE 

Kenergy Corp. has developed this financial forecast based on certain planning documents 
developed earlier and certain assumptions described here. We have listed those documents 
that have already received RUS approvals, as required by our loan agreement with RUS, and 
described any subsequent adjustments to  them that  have become necessary. W e  have also 
stated the  assumptions which we believe may have a material effect on the "pro forma" 
financial statements which summarize this forecast. 

A. 
B. 
C. 
D. 
E. 
F. 
G. 
H. 
I. 

LOAD ESTIMATES 
PLANT ADDITIONS 
POWER COST 
OPERATING REVENUES 
OPERATING EXPENSES 

FIN AN C I N G ASS U M PTI 0 N S 
TIMES INTEREST EARNED RATIO 
CAPITAL MANAGEMENT POLICY 

NON-OPERATING ITEMS 

A.  - LOAD ESTIMATE2 Estimates of energy requirements were developed in the 2007 Load 
Forecast, which has been approved by the RUS GFR for use in this financial forecast. The 
industrial consumers are included in other 1, Century and Alcan (the aluminum smelters and 
mill); and other 2, the special contract industrials w i t h  dedicated substations. 

B. PLANT ADDITIONS The capital additions t o  plant were derived from the 2007-201 0 
Construction Work Plan prepared by R.W Beck and the Kenergy Engineering Staff. The work 
plan includes new substations in 201 0, 201  3, and 201  6. General plant additions for 2007 
were based on the 2007 budget and consist primarily of normal vehicle replacements. Future 
plant expenditures were escalated 4% per year for inflation. 

C. POWER COST No increases in power cost for the rural system were included in this 
base case scenario based on the latest information provided by Big Rivers. The smelter load 
requirements are currently served by LG&E Energy Marketing for TIER 1 and TIER 2 
requirements, approximately two-thirds of their power needs, with the other third priced at  
market rates. The t w o  smelter contracts expire in 201  0 and 201 1, at which t ime the smelters 
will get 1 0 0 %  of their power needs at market rates. Consequently, the forecast shows rate 
increases for the t w o  smelters from 201 1-201 6 based on power cost projections provided by 
ACES. 

Your Touchstone Energy' Cooperative & ;t 
.c.-.. The power of htimrm connecnons 



D. Revenue estimates from the sale of electric energy 
were made utilizing the 2006 revenue per KWH, and increased 7% t o  reflect the rate increase 
wh ich  was effective March 1, 2007. Additional revenues are required every t w o  years 
starting in 2009. It is the policy of Kenergy to  smooth ou t  the impact of future rate increases 
by going in for smaller rate cases more often. 

OPERATING REVENUES & TIER 

E. The 2007 expenses were based on the 2007 operating 
budget. A 4% escalation per year was applied t o  the  2007 budget expenses, reflecting a 3% 
inflation rate and restoring some of the 2007 budget cuts. Depreciation expense was based on  
the  recently approved depreciation study, which also included another YZ % increase in 201  2. 

OPERATING EXPENSES 

F. 
t o  increase over the  forecast period. 

-- NON-OPERATING ITEMS Interest income f rom short term investments was projected 

G. For the  purpose of this forecast, w e  have 
assumed tha t  RUS wil l  continue to  provide 100% of our needs for borrowed funds through the 
Treasury rate loan program. General funds will be  used t o  finance general plant, which 
consists primarily o f  transportation equipment. General funds will also be used t o  finance a 
portion of distribution plant to  help build equity. RUS notes 36-43 are 0% Rural Development 
loans. Future RUS loan funds are projected using t h e  RUS interest guideline of 5.5%.  

-- FINANCING (INTEREST) ASSUMPTIONS 

H. The Kenergy Board of Directors has approved a 
capital management policy, which includes a target equi'ty t o  total capital ratio of 30 40% 
and provides for general and estate retirements of  capital credits. No general capital credit 
retirements are included in the forecast t o  allow the  equity t o  total capital ratio t o  increase to  
approximately 35% from 30% in 2007. Capital credits will still be returned t o  estates. 

CAPITAL MANAGEMENT POLICY 

This forecast represents conditions as of this date; however there are scenarios which could 
significantly affect the projections, such as the Big Rivers "Unwind." This statement o f  
assumptions applies t o  the financial forecast identif ied by i ts  date: 7-26-2007 Base Case. 
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EXCERPT FROM THE MINUTES OF 
A MEETING OF THE BOARD OF DIRECTORS 

OF KENERGY CORP. 

WHEREAS, the Ten (1 0) Year Financial Forecast for the period 
of 2007 through 2016 as prepared and included with this loan 
application is an acceptable projection of the financial trend and 
conditions of Kenergy Corp.; and 

WHEREAS, the Board of Directors of Kenergy Corp. has 
reviewed the attached Long Range Financial Forecast prepared by the 
Cooperative's staff; and 

WHEr,SAS, the Fin3ncial Forecast includes estimates taken from 
a previously Board approved Load Forecast and Three-Year 
Construction Work Plan, both o f  which have been approved by the 
Rural Utilities Service (RUS); and 

WHEREAS, the Long Range Financial Forecast is based upon 
Board approved policies, operating rules and plans and sets for th  
appropriate goals, all of which are acceptable t o  the Board of  Directors 
as an overall plan of operations; 

NOW, THEREFORE, BE IT RESOLVED that the Board of 
Directors of Kenergy Corp. hereby approves and accepts the  Ten-Year 
Long Range Financial Forecast, as proposed, as a plan of operations, 
and has reviewed the projected rates which are included in the 
Forecast and is committed t o  take whatever action may be necessary 
t o  implement such rate ci!anges as may be required, on a timely basis 
t o  achieve the goals outlined therein. 

I, Debra Hayden, Assistant Secretary, 
certify that the foregoing is a true and 
correct excerpt from the minutes of a 
meeting of the board of  directors of 

Y(wi  ?ixichstoiie Enei gy Coopei a ~ v e  
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